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“jin 
KEY ECONOMIC INDICATORS 


Values in million USS 


Item and Date of Most Recent Data Shown: 
Percent change 
(o/same cumul. 
1974 1975 _ portion of 1974) 


GNP at constant (1974) prices 23,411 24,604 
Per Capita GNP, constant prices (dollar) 5,867 6,151 
Investments as percent of GNP 32.9 32.9 
Investments in machinery and equipment 2,558 NA 
Investments in plants and buildings 3,648 NA 
Notes in circulation (10/75) 1,976 2,126 
Bank credit outstanding (10/75) 8,041 9,079 
Net Gold and Foreign Exchange Reserves(9/75) 1,869 1,915 
Current Account Bal. of Payment (9/75) -1,163 -1,855 
Production: Major Agr. Fish, Mfg. Items 
Milk, 1000's of liters (10/75) i,673 1,418 
Fish, 1000's of metric tons (9/75) 2,388 1,802 
Wood Pulp, 1000's of metric tons (10/75) 2,067 1,367 
Paper and Board, 1000's of metric tonsl0/75 1,427 978 
Ferroalloys, 1000's of metric tons (10/75) 861 753 
Crude Steel, 1000's of metric tons (10/75) 944 J57 
Aluminum, 1000's of metric tons (10/75) 649 495 
Electric power production, mill. Kwhr. (1/75) 76,646 62,606 
Housing Units Started (10/75) 40,700 35,500 
Passenger Cars Registered (4/75) 92,200 96,400 
Unemployment Rate (% of wage earners 11/75) 0.7 | 
Hourly wage male industrial workers ($) (6/75) 3.97 4.73 
Indicies: Consumer price (1974-100) (11/75) 100.0 
Wholesale Price (1961-100) (10/75) 175.0 
Industrial production (1970-100) (10/75) 106 
Foreign Trade: 
Total Exports, Excl.ships, FOB (11/75) 5,603 
Exports to U.S. (11/75) 333 
Total Imports, Excl. ships, CIF (11/75) 7,563 
Inports from U.S. (11/75) 689 
Imports from other main sources (Excl.ships) 
Sweden (11/75) 1,283 
West Germany (11/75) 981 
United Kingdom (11/75) 822 
Ship Exports (11/75) 1,105 
Ship Imports (11/75) 901 
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Source: Central Bureau of Statistics 
Par value US$1.00 = Nkr. 5.50. 





Main Imports from U.S. January-November 1975 


Millions of Dollars 
Machinery 214.9 
Transport Equipment 43.0 
Chemical Compounds (mainly alumina) 24.0 
Oilseeds (mainly soybeans) 64.8 
Coal, Fuel Oils, and lubricants 29-2 
Grains 27s 
Fruit and Vegetables 19.S$ 
Scientific and Technical Instruments 20.0 
Tobacco, raw EGO 
Iron & Steel ai? 


Main Exports to the U.S. January-November 1975 


Millions of Dollars 
Nickel 56.2 
Frozen Fish Fillets 40.0 
Canned Fish 11.9 
Cheese Es.3 
Furs (mainly mink) 8.3 
Ferroalloys 14.0 
Machinery Saat 
Fertilizers 245 
Furniture 4.0 


Source: Central Bureau of Statistics 


Par value US$1.00 = Nkr.5.50 





SUMMARY 


Norway experienced a relatively mild cyclical downturn in 
the economy in 1975 caused by reduced demand abroad for 

its products and services. The apparent revival of the 
economies of principal trading partners, however, suggests 
that the downturn will not last long and that Norway will 
have avoided a serious economic setback in more than a 
decade. Growth impulses are coming from largely public 
sector investments and from consumer demand reinforced 

by a series of government measures aimed at maintaining 
production and employment. Huge balance of payments 
deficits caused by the discrepancy between domestic and 
foreign demand are not considered risky, in view of near- 
future petroleum revenues. Norway's current main economic 
problem is inflationary pressure which threatens the country's 
competitive status. Government as well as industry forecast 
a rising rate of economic expansion in 1976. The official 
prognosis envisages 7% growth in GNP, and import and export 
volume rises of 8% and 13%, respectively. If these fore- 
casts materialize, Norway's imports of the entire range 

of US export goods should continue to grow, not the least 
because wage increases are bringing Norwegian labor costs 
in some industries above those in the US. 


I. CURRENT ECONOMIC SITUATION AND TRENDS 


Domestic Recession Likely to be of Limited Duration 


The Norwegian economy rode slightly lower in the water toward 
the end of 1975 after showing remarkable buoyancy during two 
years of international recession. Indications are, however, 
that the relatively mild cyclical downturn in the economy 

-- caused by reduced foreign demand for Norway's products 

and services -- will not last long and that Norway will have 
avoided a serious economic setback for over a decade. 


In spite of Norway's traditional dependence on marketing its 
products and services abroad (exports and imports each 
accounts for about 45% of GNP), total economic activity 
continues to hold up well. Unemployment, although double 





customary Norwegian levels, is low totalling 32,600 in 
mid-January 1976 or 2.1% of the working force. Contrary 
to most other industrial nations, GNP showed healthy growth 
of about 3% in 1975, and further growth is officially 
projected for 1976. Major reasons for this development 
are continued high levels of investment, particularly 

in petroleum related fields; relatively brisk consumer 
demand, including home building; expansionary monetary, 
credit, and fiscal policies; and a series of government 
measures aimed at maintaining production and employment. 
Huge balance of payments deficits resulting from the 
discrepancy between domestic and foreign demand, are also 
being tolerated. These deficits, which are expected to 
be reversed by 1978 as Norwegian oil and gas exports 
increase and international economic activity revives, 

are being met in part by intensive borrowing abroad. 


Near term prospects for the Norwegian economy depend largely 
on developments in the international business cycle. The 
official government forecast envisages rising foreign demand 


for major Norwegian products starting in the first half 

of 1976. Other projections by industry, individual economists, 
and the OECD are also relatively optimistic, but somewhat 

more cautious. However, even if foreign demand fails to 

pick up soon the government will probably continue to main- 
tain domestic activity by discounting future petroleum revenue. 


First Production Setback in Manufacturing in 17 Years 


Signs of stagnation appeared in manufacturing toward the end 
of 1974 and continued into 1975. The production index for 
the first four months remained unchanged from the corresponding 
period of 1974, as cutbacks in typical export industries such 
as aluminum, other non-ferrous metals, and pulp and paper 
were temporarily offset by rising output of machinery and 
other metal products. Starting in May the downturn increased 
in intensity and spread to steel, ferroalloys, chemicals, 

and part of the engineering industry. As a consequence 

the non-ferrous metals and pulp and paper recorded production 
declines of 12% for the first eleven months of 1975, while 
output of chemical raw materials and metal products fell 





9.2% and 5.6%, respectively. Production of machinery 
showed a different trend and rose 9.2%, but the rate of 
increase tapered off toward the end of the year. Taken 
as a whole, manufacturing production declined 2.2% in 
volume in January-November. 1975 will, therefore, show 
negative growth in manufacturing for the first time since 
1958 (down 0.5% from 1957). 


If classified by end use, the greater part of the fall in 
production was accounted for by "input" goods for building 
and construction and other intermediate products. Production 
of investment goods remained expansionary while the decline 
in the output of export commodities appeared to level off 
toward the end of the year. On the other hand production 
of consumer goods began to fall toward the end of 1975. 
Even so, thanks to increased production of North Sea oil 
and gas, the total production index, which includes mining 
and electric power, registered a 1.2% rise in January- 
November compared with the same period in 1974. Oil pro- 
duction rose to 9.3 million metric tons, compared with 1.7 
million tons in 1974, and Norway became a net exporter of 
petroleum and products in mid-1975. 


An analysis of leading indicators does not yet indicate an 
early upturn in the business cycle. The lag between new 
orders and an upturn in industrial production is estimated 
at about ten months. Seasonally adjusted orders rose in 
the third quarter of 1975, but no clear conclusion about 
the trend can be drawn until data for the fourth quarter 
are available. Nor does the trend in stocks indicate any 
early business upturn. The lag between declining inventories 
and rising industrial production is normally 7-8 months. 
Although the rise in manufacturers' inventories slowed 
toward the end of the year ending September 31 total 
inventories still rose 43% for the year and inventories 

of manufactured goods for export registered a 78% increase. 


Capital Spending in Industry Dominated by Petroleum Related 
Projects 


According to a November investment survey by the Central 
Bureau of Statistics, capital spending by industry as a whole 
rose 27% or nearly 15% after inflation in 1975, even if direct 
investment in North Sea oil and gas extraction is excluded. 





Record profits in 1974 after three or four less profitable 
years probably stimulated this growth. In addition credit 

was substantially eased in 1975 by reductions in bank reserve 
requirements. Capital spending in petrochemicals, which 

are largely in the public sector, also played a preponderate 
role. Out of total manufacturing investment of 6.0 billion 
kroner ($1.1 billion) in 1975, 1.5 billion kroner ($265 million) 
was related to chemical raw materials and chemical-technical 
products, mostly in the Rafnes petrochemical complex. 


As far as 1976 is concerned, the November survey indicates 
that the entire manufacturing industry, with the exception of 
largely public sector spending on petrochemicals and, to a 
minor extent, of pulp and paper, has lowered its sights for 
capital spending. Even so estimated petrochemicals investment 
-- 2.5 billion kroner ($446 million), almost exclusively in the 
Rafnes complex -- will raise total capital spending in 
manufacturing slightly above 1975 levels. Petrochemicals 

will account for a record 40% of this investment. Marked 
reductions in capital spending in 1976 are planned by 
machinery and non-ferrous metals producers and by shipyards. 
Substantially lower investment in important consumer goods 
industries like food, textiles and clothing is also indicated. 


Total gross investment (private and public) rose 7.6% to 

44.4 billion kroner ($8.1 billion) in 1975, accounting for 
32.8% of GNP. The National Economic Budget for 1976 forecasts 
unchanged total gross investment in 1976. Home building 
continued strong in 1975 and no downturn is foreseen in 1976. 


Checking Inflation Major Government Problem 


The upward trend in prices steepened in 1975. Whereas the 
consumer price index (CPI) rose 9.4% in 1974, the increase in 
1975 was 11.7%, and Norway's inflation rate exceeded the 
average for OECD countries. Price increases in 1975 were 
particularly strong for agricultural products and for services. 
The rise in the wholesale price index -- in which imports are 
weighted more heavily than in the CPI -- was only 7.0%, 
indicating that current price pressure is primarily of domestic 
origin. 





Wage increases continued strong during the first half of 
1975. By the end of June wages for men in manufacturing 
industries had risen 21.1% compared with one year earlier, 
and women's wages 23.7%. The government is using a more 
active incomes policy to check this spiral of inflation. 
This spring an effort will be made to negotiate wage/income 
settlements in which the government, the Federation of Trade 
Unions, the Employers' Association and the farmers' and 
fishermen's unions will all take part. An effort will be 
made to agree on relatively modest wage increases in exchange 
for reductions on personal taxation and increased price 
subsidies. Such a settlement negotiated last fall un- 
doubtedly reduced the wage/price spiral this winter. The 
government's economic program for 1976 projects a reduced 
inflation rate with a consumer price index (CPI) rise of 
8.5%, and a 3% increase in real disposable income compared 
with 5.6% in 1975. 


Judging by the retail trade value index deflated by the CPI, 
the Norwegian wage earner appears to have used the bulk of 


his real wage increase for increased consumption. In January- 
November the retail trade index rose 16.3%. Except for sales 
of motor vehicles, which rose 19.9%, most retail trade sub- 
indicies showed about the same rise. Total sales of passenger 
cars reached 102,800 units in 1975 compared with 90,300 in 
1974 (the announcement of motor vehicle price increases 
probably accounted for the unusual jump in car sales). 


Government Programs to Combat Economic Slowdown 


With active government intervention and as befits what"The 
Economist"calls the "next richest nation," high levels of 
production and employment were maintained through 1975 despite 
lagging demand abroad and growing inventories. The government 
help, initiated in early 1975, has taken the form of loans, 
state guarantees for loans, increasing lending quotas for 

state banks, purchase of stock in private companies, subsidies, 
and public employment. (The government employment program 
alone was expected to create 20,000 jobs for periods varying 
between 3 and 6 months during the winter.) 


Total funds committed to combating the economic slowdown 
cannot be calculated accurately since it is impossible to 
measure the cost of steps such as easing credit or relaxing 





monetary policy. Nor are all the programs aimed solely 

at the maintenance of production and employment. However, 
an Embassy summary shows that extraordinary government 
measures introduced since slowdown began early last spring 
include financial commitments for 1975/76 amounting to 5.8 
billion kroner ($1.1 billion), or 17% of the rather 
expansionary 1975 fiscal budget. These programs are to 

be phased out during the first half of 1976 by which time 
it is hoped that foreign demand for Norway's products will 
have picked up again. It would, however, have been un- 
thinkable for Norway not to undertake a sweeping anti- 
recessionary effort with oil riches just around the corner. 


A separate problem, and one that may take years to solve, 

is the surplus of shipping tonnage, supply ships, and other 
vessels. At the beginning of 1976 a total of more than 12 
million deadweight tons, or 30% of the Norwegian merchant 
fleet (mainly tankers and combination ships) was laid up. 

A state supported guarantee institute aimed at helping to 
avoid the sale abroad of ships at unreasonably depressed 
prices will only meet about one-third of the 7 billion kroner 


($1.3 billion) it is understood shipowners will need in 
guarantees. 


Exports, Imports Expected to Grow in 1976 


The latest official estimate puts Norway's 1975 balance of 
payments deficit on current account at a record 12.3 billion 
kroner ($2.2 billion), almost double the 1974 deficit. The 
shipping sector accounted for 5.8 billion kroner ($1.1 billion) 
of the deterioration as a result of sharply reduced net 
freight earnings and increased net imports of ships. North 
Sea oil activities also showed a deficit of about 1.9 billion 
kroner ($345 million). This was less than in 1974, mainly 
because of stepped up petroleum production. The commodity 
trade balance, shipping excluded, is expected to show the same 
deficit in 1975 as was recorded in 1974 (15.4 billion kroner 
or $2.8 billion). Commodity exports, including oil, in 
January-November 1975 rose 11.9% whi imports rose 5.2%. The 
growth of commodity exports in spite/7poor marketing conditions 
for a number of Norway's traditional export products (pulp 

and paper, ferroalloys, metals) was also primarily owing to 
petroleum deliveries from Ekofisk. Compared with the year before, 
exports of petroleum increased revenues by 2.2 billion kroner 
($400 million) in January-November 1975. 





An official government forecast (National Economic Budget 
1976) and a forecast prepared by the Federation of Norwegian 
Industries both envisage a substantial upturn in foreign trade 
in 1976. In the National Economic Budget exports are to rise 
about 13% in volume in 1976, imports by about 8%. The export 
forecast is partly based on the belief that an early revival 
of the economies of major trading partners will result in an 
almost simultaneous demand for major export products like 
ferroalloys, non-ferrous metals and pulp and paper because 
stocksof such products abroad are now very low. 


In 1975 Parliament authorized the government to borrow 8 
billion kroner abroad to help finance Norway's mounting 
balance of payments deficit. This borrowing, which will 
raise government foreign debt eightfold, is expected to be 
completely repaid by the early 1980's with the help of 
growing revenue from North Sea oil and gas. 


II. IMPLICATIONS FOR UNITED STATES 


If Norway sustains its economic performance in accordance 
with these forecasts, its demand for the entire range of 

U.S. export goods should continue to grow. Norway's imports 
from America have already climbed steeply since the pre-oil 
era. Growth faltered in 1975, but the precipitous drop in 
imports of one "big ticket" item, ocean-going oil rigs, masks 
substantial growth elsewhere. Imports of US machinery, for 
example, were up by about 40% over 1974, and imports of other 
metal products and of iron and steel almost doubled from a 
smaller base. 


Rising labor costs could account for some of the increase in 
machinery imports. Wage increases are bringing Norwegian 
labor costs in some industries above those in the United 
States and elsewhere, causing foreign goods to be increasingly 
competitive with domestic goods and sharpening manufacturers' 
interest in improving labor efficiency with better tools and 
techniques. 


Potential Market in Consumer Goods 


Wage increases are contributing also to the recent and 
anticipated growth in personal disposable income -- a. 
development which is expanding the market in Norway for 





consumer goods. The prospect of high freight rates and 
small orders has deterred some American businesses from 
tapping this market, but it can be a profitable one. U.S. 
hand tools, for example, various household items, and 
even American skis, are selling in Norwegian stores. 


Requirements for Pollution Controls and Automation 


Requirements for stepped up expenditures for pollution 
control equipment to meet new environmental standards make 
this product field a promising one for American suppliers. 
Anti-pollution measures required by the end of 1977 will 
cost around 300 million dollars. Investments to meet a 
1984 deadline will take another 400 million dollars. Much 
of these costs will be for construction, but investment in 
equipment and controls will be significant. 


Interest in US food processing equipment, unfamiliar to 
Norway, has been stimulated by an industry visit to the 
United States. Norway's role in the F-16 co-production 
program will heighten interest in electronic production and 
test equipment, machine tools, and electronic components. 
Process control instrumentation is required for expansion 
and automation in the petrochemical, chemical, metallurgical, 
and pulp and paper industries. 


The United States Trade Center for Scandinavia, in Stockholm, 
Sweden, is opening the door to Norway for many American 
manufacturers of such high technology products. Norwegian 
visitors to the Trade Center's specialized exhibitions of 
American products generally represent aggressive, quality 
firms seeking new agencies. 


North Sea holds Further Potential 


American industry with interests and products related to oil 
and natural gas exploration, production and use must keep 
attuned to developments in Norway. The deliberately slow 
pace of North Sea oil development may permit competition to 
grow for American supplier firms which have dominated that 
industry. Restraint on North Sea development also allows 
Norwegian firms to compete for business internationally. 


The promise and pitfalls in the North Sea are summarized by 
the chief geologist in Norway's Saga Petroleum company: 





"The potential of the Jurassic in the northem North Sea 

and all around the North Atlantic for that matter is 
enormous... The worst factor for the explorationists is 

the political uncertainty which, with the high cost level, 
makes it rather hard to judge the relevance in undertaking the 
exploration." 


Indeed, political uncertainty, or at least the prospect of 
finding higher profits away from home, may be a factor which 
has encouraged some Norwegian companies to expand their oil 
activities into the United States and elsewhere abroad, 
frequently with American partners. 


The first exploration for oil and gas off Norwegian shores 
north of the 62nd parallel will take place in 1977 and the 
government is expected to issue further concessions south of 
the 62nd parallel later this year. Although government tax 
and participation policies may discourage some companies 

from engaging in the search, other companies will be engaging 
rigs and crews in expectations of finding even larger fields 
than have been already discovered. Simultaneous opportunities 
off North and South American coasts could put drilling rigs 

in short supply again. 


Norwegian shipyards have become important builders of rigs 
and production platforms, but the demand for much of the 
equipment to be mounted on these assemblies will be met by 
US products if American suppliers can keep ahead of growing 
foreign competition. 


A vaguely defined but nevertheless real "Buy Norwegian" policy 
will have a growing effect on business transactions in Norway, 
particularly in the petroleum sector. Firms in business in 
Norway are enjoined to use local contractors and to buy from 
local suppliers whenever practicable; and large Norwegian 
companies have been encouraged to cooperate in establishing 

a consulting engineering firm and a contracting firm to pursue 
oil field and petrochemical business, drawing on the wide range 
of the parent firms' abilities. Given the government policy 
of supporting national business, cooperation as partners or 

as sub-contractors to such firms may be more profitable for 

US companies than competition with them. 
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